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New Statute of Austrian National Bank 


The Austrian National Bank—which in 1938, upon 
Austria’s annexation by Germany, had been absorbed by 
the Reichsbank—was re-established after the war. It re- 
sumed its functions as Austria’s central bank on the basis 
of the Austrian National Bank Transition Law of 1945. 
Its legal position, however, was not clarified, pending 
adoption of a new National Bank statute by Parliament. 
In practice, its operations during the past ten years were 
carried out largely in accordance with the prewar statute; 
but no general meeting of shareholders was held; and 
the president, two vice-presidents, the director general, 
and the other members of the Directorium, as well as the 
members of the General Council (Generalrat), were ap- 
pointed by the Federal Government. 


A new statute designed to reaffirm the authority of the 
National Bank, to guarantee its independence, and to 
settle the question of ownership was prepared several years 
ago, but its enactment by Parliament was postponed, as 
the coalition parties were unable to agree on various im- 
portant provisions of the law. Last July, however, agree- 
ment was reached, and the new statute, Austrian National 
Bank Law of 1955, was enacted in September and was 
published on September 23 (B.G.Bl. No. 184). Some of 
its provisions (e.g., those concerning the Federal Govern- 
ment’s contribution to the share capital and the revision 
of the weekly balance sheet) became effective immedi- 


ately; the law will become fully operative, however, only 
after the reorganization of the Bank in accordance with 
the new statute, which has to be completed by January 31, 


1956. 


The most important provisions of the statute may be 
summarized as follows: As before the war, the Bank’s 
functions include the exclusive right of note issue, regu- 
lation of the monetary circulation within Austria and of 
payments to foreign countries, preservation of the domes- 
tic purchasing power of the currency and its relation to 
stable foreign currencies, and administration of a credit 
policy that meets the needs of the economy. In its deter- 
mination of currency and credit policy, the Bank must 
give “full consideration” to the economic policy of the 
Federal Government. The Bank is authorized to partici- 
pate in the organization and financing of international 
institutions that are connected with central bank activities 
or of other institutions that seek to promote international 
cooperation in currency and credit policies. 

The total basic capital of the Bank shall be S 150 mil- 


lion (about US$6 million), divided into 150,000 regis- 
tered shares of S 1,000 each (certificates in quantities of 
100, 500, and 1,000 shares may be issued). Half of the 
capital shall be subscribed by the Federal Government 
(the Government has already contributed its entire share 
and thus is the largest shareholder), while the other half 
may be owned by Austrian citizens or enterprises (juri- 
dical persons) established in Austria, but with the Fed- 
eral Government determining the persons and enter- 
prises permitted to subscribe. 


A general meeting must be held before the end of 
December 1955. The management will consist of a presi- 
dent (to be appointed for 5 years by the President of the 
Republic), 2 vice-presidents (to be appointed by the 
Federal Government, also for 5 years), and a Directorium 
consisting of the director general, his deputy, and a 
minimum of 2 and a maximum of 4 directors (depart- 
ment heads). The General Council (Generalrat) will 
consist of the president, the 2 vice-presidents, and 11 
members, 5 of whom are to be appointed by the Federal 
Government and 6 to be elected by the general meeting 
of shareholders. The term of each Council member will 
be 5 years, with the terms staggered so that 2 members 
will retire each year. Among the Council members will 
be 1 representative each of the commercial banks, the 
savings banks, industry, trade and small business (Ge- 
werbe), and agriculture, and 2 representatives of labor 
(one representing manual workers and another white- 
collar er Not more than 4 members of the Coun- 
cil may have as their principal profession the administra- 
tion of institutions concerned with banking. Dr. Eugen 
Margaretha has recently been reappointed as president of 
the National Bank, and several members of the new Gen- 
eral Council have been appointed. 


The Federal Government will exercise, as before the 
war, supervisory functions through a State commissioner 
(appointed by the Federal Ministry of Finance), who is 
entitled to attend the general meeting and the meetings 
of the General Council. He has the right to object to 
“unlawful” decisions of the General Council, and his veto 
will have a suspending effect for seven days. Any dispute 
between the Bank and the Government arising from 
action of the commissioner has to be submitted to an 
“arbitration court,’ composed of the President of the 
Supreme Court and 2 members each designated by the 
Bank and the Government. 
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Members of the Government (Federal or provincial) 
and of Parliament or provincial diets, and government 
officials are not eligible as president, vice-president, or 
members of the General Council. Borrowing from the 
Bank by the Federal Government against short-term 
Treasury certificates is limited to a maximum of § 1 bil- 
lion; and the Bank will have the right to charge interest 
on the federal debt, whereas hitherto no charge has been 
made. Otherwise, neither the Federal Government nor the 
provinces and municipalities are permitted to obtain Bank 
loans without furnishing equivalent security in gold or 
foreign exchange; the financial transactions of the Fed- 
eral Government are to be carried on as far as possible 
through the Bank, which will also administer Austria’s 
gold and foreign exchange holdings. 

The new. statute specifies that the Bank may exercise 
its authority over monetary and credit controls through 
variations in the discount rate, imposition (and varia- 
tion) of legal reserve requirements, and open market 
operations. Most of these powers are vested in the 
General Council. 

The Bank is authorized to require that credit institu- 
tions hold with it (or with the Postal Savings Office, or 
a central clearing institution, such as the Girozentrale of 
the savings banks) minimum cash reserves, which are not 
to exceed 15 per cent of deposits. The law makes no dis- 
tinction between demand and savings deposits, but speci- 
fies that different reserve requirements may be estab- 
lished for different types of credit institution. The mini- 
mum cash reserve requirement—which has been fixed at 
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5 per cent of deposits as from December 1—is to be used 
in addition to the credit controls now in force on the 
basis of voluntary credit agreements; the powers of the 
Bank to control credit will thus be strengthened, particu- 
larly by the fact that the new provision covers all credit 
institutions. The Bank can enforce the maintenance of 
reserve requirements by a penalty charge of up to 3 per 
cent above the discount rate on any amount by which an 
individual bank falls below the prescribed minimum. It 
is reported that a new law regulating the banking and 
credit system is in preparation, and that it will establish 
more specific rules on liquidity. 

The Bank is granted authority to engage in open mar- 
ket operations. It may buy or sell bonds issued or guar- 
anteed by the Federal Government, provinces, and munici- 
palities, Treasury certificates, and other interest-bearing 
securities declared acceptable by the General Council. 
The maximum amount of securities purchased or sold on 
the open market is to be determined by the General Coun- 
cil. At present, the amount of securities eligible for open 
market operations is still small; but open market opera- 
tions as a means of regulating the money supply are 
expected to become important in the future. 

Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, 
September 23, 1955; Osterreichische National- 
bank, Mitteilungen, October 1955, Monatsbe- 
richte des Osterreichischen Instituts fiir Wirt- 
schaftsforschung, October 1955, and “IW” In- 
ternationale Wirtschaft, November 4, 1955, Vi- 


enna, Austria. 


U.S. Membership in IFC 


The action required for membership in the Interna- 
tional Finance Corporation, the proposed new affiliate 
of the World Bank, was completed by the United States 
on December 5, when Mr. George M. Humphrey, Secre- 
tary of the Treasury, signed the Articles of Agreement 
of the IFC and deposited with the World Bank an Instru- 
ment of Acceptance signed by President Dwight D. 
Eisenhower on behalf of the U.S, Government. The 
United States is the third country to complete this proc- 
ess, the others being Canada and Iceland. (See also this 
News Survey, Vol. VIII, pp. 71 and 143.) 


The IFC charter requires a minimum membership of 
30 countries, together subscribing at least $75 million, 
before the Corporation can begin operations. The capital 
subscriptions of the countries which have now completed 
action amount to $38,779,000. 


Europe 
EPU Settlements for October 1955 


The total of the settlements carried out through the Eu- 
ropean Payments Union during October 1955 amounted to 


The governments of 44 other member countries of 
the Bank, with prospective capital subscriptions of 
$49,890,000, have indicated their intention of joining the 
IFC. In almost all cases, legislation is required to enable 
these governments to adhere to the new Corporation; the 
countries that have already passed the domestic legisla- 
tion required to authorize membership are Australia, 
Costa Rica, Ecuador, Egypt, Haiti, and India. The United 
Kingdom has passed the necessary bill into law, and now 
awaits parliamentary approval of the Order in Council 
required to complete the process. Bills authorizing mem- 
bership are in an advanced stage of the legislative proc- 
ess in a number of other countries. 

Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D.C., 
December 5, 1955. 


92.2 million units of account (one unit of account = 
US$1), compared with 112.4 million units during Septem- 
ber. This reduction is explained largely by the lower 
deficit of the United Kingdom in October. 


The net surplus (in descending order of the cumulative 
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positions at the end of October) or deficit (in ascending 
order of cumulative positions) of each of the member 
countries for August, September, and October is given 
in the accompanying table. 


Net Deficit (—) or Surplus (+) in EPU 
Aug. Sept. Oct. 
1955 1955 1955 
(in millions of units of account) 
Creditor Countries 
Germany, Fed. Rep. 
Netherlands 
Belgium-Luxembourg 
Switzerland 
Sweden 
Austria 


Debtor Countries 
_. Iceland 
Portugal 
Turkey 
Norway 
Denmark 
France 
Italy 
United Kingdom 
Greece (quota blocked) 


+ 15.3 
— 0.3 
+12.8 
+ 9.7 
+ 48 
+ 12 


+ 32.6 
+ 4.7 
+19.6 
+15.0 
+ 78 
— 40 


+ 25.6 
+12.9 
+ 15.7 
+ 3.4 
+10.2 
— 4.7 


— 03 
+ 4.2 
— 4.0 
+ 4.2 
— 46 
+21.3 
+ 7.8 
—78.5 
+ 64 


— 0.2 
+ 0.5 
— 2.0 
+ 1.0 
+ 0.0 
+16.7 
+ 8.0 
—106.2 
+ 6.5 


— 0.4 
— 2.5 
+ 4.1 
+ 0.5 
+ 8.9 
—20.1 
—21.5 
—A2.9 
+11.0 


Total +87.7 +112.4 +92.2 
Although less than in September, the U.K. deficit was 


again substantial in October. After continuous surpluses 
for a year, France had a deficit in October, which was due 
in part to speculative operations and to an exceptional 
payment of $11 million to other NATO countries for joint 
military expenditure. France settled the whole of its 
deficit in U.S. dollars. Italy also had a deficit in October, 
after several months of surpluses. 

The main creditor in October was again Germany. 
Greece also had an unusually large surplus of 11 million 
units, which was fully repaid in gold, so that the total gold 
payments made by Greece outside its quota were reduced 
to $21.6 million. After having had deficits for a long \ime, 
Turkey had a surplus in October, which brought the gold 
payments made by Turkey outside its quota down to 
$210.6 million. 

Sources: Organization for European Economic Coopera- 
tion, Press Release, Paris, France, November 15, 
1955; Neue Ziircher Zeitung, Ziirich, Switzer- 
land, November 18, 1955. 


Sterling Area Reserves and Exchange Rates 


The gold and dollar reserves of the sterling area fell 
by $14 million, to $2,283 million, in November; this was 
the smallest monthly loss so far in the second half of 1955. 
Payment of $34 million was made to the European Pay- 
ments. Union, of which $32 million was attributable to 
the October trading deficit with Europe. Receipts of U.S. 
defense aid in November amounted to $2 million, and all 
other gold and dollar transactions resulted in a surplus 
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of $18 million. The outcome of trade and currency move- 
ments during November is officially regarded as another 
encouraging move toward the achievement of a net surplus, 


Spot sterling in New York closed on December 2 at 
$2.80 ¢-$2.80% 4 and three months’ sterling at $2.79}, ¢- 
$2.79% 4. Transferable sterling finished at $2.77%.¢- 
$2.77% 6 and security sterling at $2.75-$2.7514. 

Source: The Financial Times, London, England, Decem- 
ber 3, 1955. 


Plans for Expanding Aluminum Output in Norway 


The Norwegian Government has put before Parliament 
plans to expand by 36,000 tons the production capacity 
of the publicly owned aluminum plant in Ardal, which at 
present is 40,000 tons. Parliament has to make the de- 
cision concérning expansion: The ‘total tost of the’ ex- 
pansion, including construction of hydroelectric power 
plants, is estimated at $55 million. The largest part will be 
financed by the plant itself, but a preliminary agreement 
has been reached with the Alur‘num Company of America 
for a $20 million loan. This loan will be repaid in 
deliveries of aluminum during a ten-year period starting 
in January 1961. 


It is expected that the 1955 production of aluminum in 
Norway will total about 100,000 tons. 
Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, November 9, 1955. 


Extension of Finnish Automatic Import Licensing System 


The system of automatic granting of import licenses 
which was introduced in Finland on July 1, 1955 for a 
number of commodities (see this News Survey, Vol. VII, 
p. 399) was extended to other commodities on Novem- 
ber 18. The new list includes a number of chemicals, cer- 
tain spare parts for automobiles and for other engines, 
certain technical instruments, and a few raw materials 
for food’ production. The value of the annual imports of 
the new commodities is estimated at Fmk 7 billion 
(US$30.4 million), which will bring the total value of 
imports subject to automatic licensing to Fmk 77 billion 
per year, or about 45 per cent of Finland’s imports. The 
system does not apply to imports from the dollar area. 
Thus far, the experience under automatic licensing has 
been that imports have risen less than expected; however, 
the system has been in operation for only four months. 
Source: Hufvudstadsbladet, Helsinki, Finland, Novem- 

ber 19, 1955. 


Index-Tied Government Bonds in Iceland 


The Mortgage Department of the National Bank of 
Iceland recently began the sale of two issues of govern- 
ment bonds, the proceeds of which are to be used for new 
dwellings. One issue is conventional bonds carrying 7 
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per cent interest. The proceeds of this loan will be used 
for granting first mortgages. The other issue bears 51% 
per cent interest and will be redeemed over a 15-year 
period. The 51% per cent bonds have their value tied to a 
price index. In the event of a price rise, the holder, at the 
time of redemption, will receive in addition to the 
nominal value of the bond an amount determined by the 
rise in the price index. If prices fall, no deduction will 
be made from the redemption amount. The proceeds of 
these bonds will be used for granting mortgages against 
second liens on properties. Both issues will be exempt 
from all taxation. 


Source: Borsen, Copenhagen, Denmark, November 15, 
1955. 


Western Germany to Reduce Customs Duties 


The Cabinet of Western Germany has forwarded to the 
Bundestag and the Upper House a proposal for the reduc- 
tion or abolition of customs duties on 120 commodities. 
The main purpose of the proposal is to reduce domestic 
prices; the reductions will affect various groups of com- 
modities, mostly foods, agricultural equipment, and build- 
ing materials. Duties on meat, fowl, and fish are to be 
reduced by one half the present ad valorem rate, and on 
fruit by 50 per cent or more. 

Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, November 22, 1955. 


Increase in Western Germany's Industrial Employment 


Employment in West German industry in September 
reached a new high of 6.77 million persons and 1.1 billion 
man-hours, according to the Institute for German Indus- 
try. The number of man-hours in the first nine months of 
1955 was 8.5 per cent greater than it had been in the 
same period of 1954. Wages paid by industry increased 
by 15.3 per cent and salaries by 15.7 per cent, whereas 
turnover rose by 18.6 per cent. The volume of production 
increased by 16.9 per cent. 

Source: Bank deutscher Lander, Ausziige aus Pressear- 
tikeln, Frankfurt am Main, Germany, Novem- 
ber 25, 1955. 


Turkish Foreign Exchange Regulations 


Turkish exchange control regulations have been tight- 
ened by a new decree which has codified and, in certain 
aspects, changed the regulations promulgated since 1947. 
Exchange controls are administered exclusively by the 
Ministry of Finance. Any person, regardless of national- 
ity, or any branch or agency of a foreign company 


working or doing business within Turkey is now deemed 


to be a resident of Turkey and therefore subject to the 
Turkish currency law; as such, he cannot conduct foreign 
business on the basis of Turkish currency unless author- 
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ized by the Ministry of Finance. Residents of Turkey are 
forbidden, without prior authorization, to transfer for 
business purposes any exchange assets they hold abroad 
to’any person, whether or not resident in Turkey. Only 
authorized banks are permitted to conduct foreign ex- 
change transactions. Turkish banks cannot accept deposits 
from persons residing abroad without permission of the 
Ministry of Finance. 

Residents of Turkey are forbidden to hold foreign cur- 
rency, and foreign currency entering the country must be 
surrendered to authorized banks at the official rate of 
exchange within a certain time limit. The new decree 
specifies the export documents that exporters have to 
submit to the banks, and makes compulsory the surrender 
of export proceeds within three months of the day the 
shipment was cleared by the customs. Foreign currency 
earned by services must be imported within three months 
of the completion of the services, and sold to an author- 
ized bank within ten days. Import licenses, which were 
previously transferable, are now valid for only one point 
of entry, and unpaid imports for “personal” needs require 
official permission. Gold and precious stones can be im- 
ported only with the permission of the Minister of Finance. 

Turkish branches of foreign companies with a foreign 
participation of more than 50 per cent of the paid-up 
capital are forbidden by the new decree to obtain in 
Turkey credits larger than half their paid-up capital 
and reserves, 


Source: The Financial Times, London, England, Octo- 
ber 14, 1955. 


Middle East 
Cotton in Egypt 


Egypt’s cotton exports during the first ten weeks of 
the 1955-56 cotton season showed some improvement over 
the corresponding period of the previous season (the cot- 
ton season begins September 1). During the period Sep- 
tember 1-November 9, 1955, cotton exports amounted to 
770,000 kantars, compared with 578,000 kantars during 
the corresponding period in 1954 (1 kantar = 99.05 
pounds). Local cotton consumption during the two 
periods was 333,000 kantars and 361,000 kantars, re- 
spectively. When the carry-over at the beginning of the 
season, as well as production in 1955 and 1954, is taken 
into account, the cotton supply on November 9, 1955 was 
9.7 million kantars, compared with 8.5 million kantars 
on the same date in 1954. 


Sources: Al Ahram, Cairo, Egypt, November 13 and 14, 
1955. 


Lebanese-East German Trade and Payments Agreement 


A protocol signed in Beirut on November 12 modified 
and continued for five years the trade and payments agree- 
ment of December 1953 between Lebanon and Eastern 
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Germany. The protocol provides for an exchange of goods 
to the amount of LL 5 million in each direction during the 
first year after the protocol enters into effect. The amount 
of the exchange during the following four years will be 
determined by agreement between the two contracting 
parties. The most important items in Eastern Germany’s 
exports to Lebanon (described in List A) are equipment 
and machinery of various kinds, vehicles, refrigeration 
installations, optical and other precision instruments, and 
chemicals. Among Lebanese exports to Eastern Germany 
(set forth in List B) are citrus fruits, other fruits, olive 
oil, yarn, and textiles. 

Practically all payments between the two countries are 
to be made through accounts in Lebanese pounds. For 
this purpose, the Deutsche Notenbank, on behalf of East- 
ern Germany, and Bank Misr-Syria-Lebanon, on behalf 
of the Lebanese Republic, will open in their books 
noninterest-bearing accounts in Lebanese pounds. Com- 
mercial bills arising in connection with German exports 
will be made out in East German marks, while bills for 
Lebanese exports to Eastern Germany will be made out in 
Lebanese pounds. For the purpose of converting East 
German marks into Lebanese pounds, the applicable rate 
of exchange will be that quoted by the Deutsche Noten- 
bank for the Lebanese pound, which presently is LL 142.85 
per 100 East German marks. 

The debit balance on the accounts opened by either 
bank should not exceed 10 per cent of the agreed value 
of the exchange of goods. If this limit should be exceeded, 
the contracting parties will mutually agree on a solution. 
The agreement gives Eastern Germany the right to utilize 
a proportion not exceeding 15 per cent of its receipts for 
purchases in the Lebanese free zones and for merchandise 
not included in List B. 

Of the funds received from exports to Lebanon, the 
East German Government will use 60 per cent for the 
purchase of citrus fruits and other agricultural products 
of Lebanese origin and 40 per cent for the purchase of 
other products in List B and of commodities in transit in 
the Lebanese free zones and for certain other specified 
payments. 

In the exchange of letters annexed to the protocol, 
Eastern Germany undertook to extend to Lebanon any 
privileges, favors, or preferential treatment given to Egypt. 
Source: Le Commerce du Levant, Beirut, Lebanon, No- 

vember 16, 1955. 


Encouragement of Imports of Foreign Capital by Iraq 

According to an announcement by the Governor of the 
National Bank of Iraq, foreign capital will be permitted 
to enter Iraq in unlimited quantities and in any currency. 
Current earnings from such capital may be repatriated to 
the country of origin in the currency in which the capital 
entered Iraq. Officials of the National Bank have indicated 
that the aim of the announcement is to encourage foreign 
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capital to enter Iraq for agricultural and industrial de- 
velopment. 


Source: The Journal of Commerce, New York, N. Y., 
November 21, 1955. 


Far East 


India’s Foreign Assets and Liabilities 


A survey published by the Reserve Bank of India in 
November has brought to date to the end of 1953 the 
information on India’s international investment position 
originally collected by a census in 1951. The survey 
shows that, contrary to the published balance of payments 
statistics, there was, during the period from July 1948 
to December 1953, an increase in foreign business invest- 
ments of Rs 1.32 billion (US$277 million), net of repa- 
triation, or of Rs 1.75-1.80 billion on a gross basis. New 
investments were in the form of cash, leading directly to 
an accrual of foreign exchange, retained earnings of 
foreign enterprises, and imports of goods, including equip- 
ment, not requiring immediate release of foreign exchange. 
Capital received in cash was estimated at Rs 300-350 
million, reinvested or retained profits at Rs 600-700 mil- 
lion, and the balance of Rs 750-850 million of gross 
receipts was in the form of goods. Of the net increase 
in the foreign investments since June 1948, 85 per cent 
(Rs 1.12 billion) was direct investment. comprising in- 
vestment in branches of foreign firms (Rs 700 million) 
and in joint stock companies (Rs 420 million). 

Most of the investment was from the United Kingdom 
(Rs 1,370 million). The United States was next in im- 
portance, but accounted for only Rs 130 million, mainly 
in the trading sector. Investment from the United King- 
dom went to manufacturing (Rs 560 million) , plantations 
(Rs 210 million), trading (Rs 200 million), utilities 
(Rs 190 million), and financial (Rs 140 million). 

At the end of 1953, India’s total long-term foreign 
liabilities (i.e., obligations with a maturity of more than 
one year) amounted to Rs 10.36 billion ($2.2 billion) ; 
the official sector accounted for Rs 5.83 billion and the 
private or nonofficial sector for Rs 4.53 billion. Most 
of the latter were in the form of foreign business invest- 
ments. Over 80 per cent of the business investments were 
accompanied by foreign control; they consisted of funds 
invested in Indian branches of foreign firms (including 
banks and insurance companies) and ordinary shares 
in Indian joint stock companies held by foreigners. Busi- 
ness investments were distributed as follows: manufac- 
turing Rs 1,360 million, trading Rs 950 million, planta- 
tions Rs 720 million, utilities Rs 370 million, financial 
Rs 310 million, transport Rs 130 million, mining Rs 80 
million, and miscellaneous Rs 270 million. The two lines 
of activity in which there was substantial foreign invest- 
ment were tea plantations (Rs 710 million) and trading 
in petroleum products (Rs 670 million). Business in- 
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vestments from the United Kingdom amounted to Rs 3,470 
million and those from the United States were Rs 310 
million. 


The liabilities of the official sector were mainly securi- 
ties of the Central Government, the States, and local 
authorities owned abroad (Rs 2.54 billion), the capital- 
ized value of the Government's pension liabilities to 
retired British nationals (Rs 1.81 billion), and official 
loans payable abroad (Rs 1.38 billion). Of the foreign- 
owned securities, Rs 2.13 billion was noninterest-bearing 
and had been issued in favor of the International Mone- 
tary Fund and the International Bank for Reconstruction 
and Development. Of total official loans outstanding, the 
U.S. Food Loan of 1951 accounted for Rs 900 million and 
IBRD loans for Rs 220 million. 


Most of India’s lohg-term foreign assets were those of 
the official sector, which held Rs 11.12 billion ($2.33 bil- 
lion). The private sector owned only Rs 630 million. The 
main components were foreign government securities 
(Rs 3.73 billion), debts due from Pakistan and Burma 
(Rs 3.48 billion), the quota in the IMF and the sub- 
scription to the IBRD (Rs 2.29 billion), and deposits 
(Rs 1.86 billion). The deposits represented largely the 
outstanding value of the annuity purchased for payment 
of pensions to retired British nationals. 


At the end of 1953, the over-all international financial 
position of India, including both long-term and short- 
term obligations, showed a net excess of assets over liabil- 
ities of Rs 5 billion ($1.05 billion). The surplus on short- 
term account was Rs 3.46 billion, and that on long-term 
account was Rs 1.54 billion. While the official sector had 
net assets abroad amounting to Rs 9 billion, the private 
sector had net foreign liabilities amounting to Rs 3.99 
billion. The net assets position of the official sector was 
attributable to the ownership of government securities, 
deposits, and residual items in foreign countries. The 
private sector was a net debtor because of the large volume 
of foreign business investments. 


Between June 30, 1948 and tne end of 1953, India’s 
total foreign liabilities increased by Rs 2.61 billion, and 
total foreign assets declined by Rs 5.42 billion. The official 
sector was responsible for Rs 6.5] billion and the non- 
official sector for Rs 1.52 billion of the aggregate change. 
India’s net position vis-a-vis the United Kingdom deterio- 
rated by Rs 6,980 million and vis-a-vis the United States 
by Rs 750 million. The main items which accounted for 
the change in the external position were transfers to 
Pakistan under partition arrangements (Rs 2 billion), 
foreign official loans (Rs 1.38 billion), private foreign 
investments in India (Rs 1.35 billion), payment of pen- 
sions and repayment of railway annuities (Rs 570 mil- 
lion), currency settlements (Rs 520 million), and a net 
reduction in short-term assets attributable to current ex- 
ternal transactions (Rs 2.34 billion). 
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During the five and a half years ending in 1953, India’s 
total import surplus amounted to about Rs 6 billion. This 
acted as a stabilizing factor, and prevented prices from 
rising. The net reduction in foreign exchange reserves 
attributable to current transactions would have been 
greater than Rs 2.34 billion if there had not been sub- 
stantial receipts via official foreign loans and an inflow of 
private foreign capital. The U.S. Government Food Loan, 
apart from helping to meet a serious emergency, was an 
important disinflationary factor causing a more or less 
equivalent reduction in the money supply. Greater private 
foreign investment also helped to increase business ac- 
tivity. Agricultural and industrial output recorded a 
marked increase, the money supply was reduced, and 
prices stabilized at approximately the level prior to the 
Korean conflict. The marked improvement in the economy 
was reflected in decreased dependence on foreign sources 
of supply and in the gradual shift from an external deficit 
to an external surplus. Thus, the reduction in India’s net 
creditor position may be explained in terms of the ad- 
justment of the economy to the structural changes arising 
from partition, the elimination of inflationary pressures, 
and the preparation of the groundwork for more rapid 
development. 

Source: Reserve Bank of India, Press Summary of the 
Report on the Survey of India’s Foreign Liabili- 
ties and Assets, 1953, Bombay, India, Novem- 
ber 26, 1955. 


Requests for Reduction of Bank Charges in Japan 


It is reported that trading circles in Japan are pressing 
for a reduction in the foreign exchange buying and selling 
charges of foreign exchange banks in Japan, in view of 
the current trend toward a decrease in money rates. The 
charges—¥ 0.80 per U.S. dollar and ¥ 2.23 per pound 
sterling for both buying and selling—are at present about 
20 times those in the United States. aiden) eah-eni 

If this year’s export goal of $2 billion is reached, 
charges that will be paid by traders selling exchange are 
estimated at ¥ 1,600 million. The import goal of $2.4 
billion would mean payments totaling ¥ 1,920 million by 
those buying exchange. 

Trade circles believe that, if the Government hopes to 
increase exports, these rates should be reduced immedi- 
ately. They alse believe that the present exchange con- 
centration charges—¥ 0.35 per dollar and ¥ 0.98 per 
pound—should be abolished, since this system is a relic of 
the past when the Foreign Exchange Fund Special Ac- 
count was under control of the Foreign Exchange Control 
Commission. They maintain that.the charges should be 
borne by the Government, now that the account has been 
shifted to the Finance Ministry. f 
Source: The Nippon Times, Tokyo, Japan, November 7, 

1955. 
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United States and Canada 
U.S. Farm Income 


Net income of U.S. farmers for 1955 is presently esti- 
mated at $10.6 billion, 10 per cent below last year. Cash 
receipts are about $1 billion lower, largely because of a 
sharp decline in hog prices, and production expenses are 
slightly above last year. Net farm income has been falling 
since 1951, with the total decline through 1955 amounting 
to 28 per cent. Since the farm population has fallen 
steadily, however, net income per capita declined by only 
about 7 per cent between 1951 and 1954. 

Net farm income is expected to decline further in 1956, 
owing to lower support levels and intensified production 
controls on wheat, rice, cotton, corn, peanuts, and to- 
bacco. Income from livestock is not expected to change. 
A decline ‘in’ production’ expenses from lower feed costs 
will be largely offset by higher interest rates, tax pay- 
ments, and wage rates, and increased prices for industrial 
products purchased by farmers. 

Source: The Wall Street Journal, New York, N. Y., 
November 21, 1955. 


U.S. Government Holdings of Farm Products 


Government investment in farm commodities rose by 
$0.4 billion in October, to a new high figure of $7.7 
billion. This is $0.3 billion higher than the previous 
record at the end of February. The October increase was 
due largely to price-support loans on cotton, wheat and 
other grains, and tobacco. Cotton alone accounted for 
more than one half, as 1.3 million bales were placed under 
loan. Government investment will probably continue to 
rise until the end of the heavy marketing season early 
next year. 


Source: The Wall Street Journal, New York, N. Y., 
December 6, 1955. 


Loans for Canadian Grain Farmers 


The Cafiadian Government is to provide a partial guar- 
antee, up to an aggregate of Can$50 million, on bank 
loans to grain producers in the prairie provinces who are 
unable to deliver their produce to the Wheat Board be- 
cause of congested storage conditions. Individual loans 
may not exceed $1,500 and the interest may be up to 5 per 
cent per annum; half of the proceeds from each subse- 
quent delivery of grain by a farmer making use of these 
arrangements is to be used for repayment. 

Source: Department of Trade and Commerce, Press Re- 
lease, Ottawa, Canada, November 5, 1955. 


Latin America 


U.S.-Mexican Stabilization Agreement 
The United States and Mexico signed a new Stabiliza- 


tion Agreement on December 2. The Agreement is de- 
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signed to assist Mexico by providing up to a maximum 
of $75 million, if necessary, for exchange stabilization 
operations to aid in preserving Mexico’s exchange system 
free from restrictions on payments. The Agreement con- 
tinues until December 31, 1957 arrangements that have 
been in effect since 1941, and will be operated in close 
coordination with the activities of the International 
Monetary Fund (see this News Survey, Vol. V, p. 387). 


Source: Treasury Department, Press Release, Washing- 


ton, D. C., December 2, 1955. 


Development Corporation in EI Salvador 


An autonomous development corporation, Instituto 
Salvadorefio de Fomento de la Produccion (INSAFOP), 
has been officially set up in El Salvador with an initial 
eapital of 3 million colones’ (US$1.2 mifliény. ‘It wil be 
headed by a board of nine directors composed of a presi- 
dent to be appointed by the Executive, four directors rep- 
resenting the Ministries of Economy, Agriculture and 
Livestock, Labor, and the Treasury, and four representing 
the Central Reserve Bank, the commercial banks, agricul- 
ture, and industry. 


The main purpose of the institution is to supplement 
the credit and financial facilities not provided by the 
Central Reserve Bank and the private sector for the de- 
velopment of production in all sectors of the economy. In 
this connection, INSAFOP may engage in short-term, 
medium-term, and long-term lending operations, and it 
will contribute to further development of a securities 
market in El Salvador by participating actively in finan- 
cing operations involving the issuance of public and 
private securities and trading in them. 

Source: Tribuna Libre, San Salvador, El Salvador, Octo- 


ber 25, 1955. 


Argentine Exchange Measures 


Exchange surcharges on exports and imports, the lists 
of commodities affected by the different exchange rates, 
and the treatment of foreign capital have been set forth 
by the Argentine Government in several decrees and cir- 
culars implementing the devaluation announced on Octo- 
ber 27 (see this News Survey, Vol. VIII, p. 156). 


As a result of exchange surcharges of 25, 15, and 10 per 
cent applied to the official exchange rate of M$N 18 per 
U.S. dollar, the following are the effective buying rates: 
M$N 13.50 per U.S. dollar for greasy wool, cattle on the 
hoof, hides, logs, etc.; M$N 15.30 for all meat products, 
offals, pickled hides, wool tops, dairy products, all hunt- 
ing and fishing products, etc.; and M$N 16.20 for all 
cereals, tannin extracts, linseed, malt, cotton, and other 
miscellaneous products. Exchange proceeds from exports 
not included in these lists will be surrendered at the free 
market rate (about M$N 32 per U.S. dollar). 
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Exports are also subject to an 8 per cent sales tax and 
a deposit, in domestic currency, amounting to 12 per cent 
of the value of the exports and to be retained for 120 days. 


For imports, classifications have been set forth as fol- 
lows: foodstuffs, raw materials, and some specified capital 
goods—mainly agricultural equipment—have a rate of 
MSN 18 per U.S. dollar; electric power equipment, either 
thermal or hydroelectric, will be imported at the free 
market rate with prior authorization by the Central Bank; 
and all other goods will be imported at the free market 
rate without prior authorization, but subject to a sur- 
charge, to be established by the Central Bank, which could 
be up to M$N 20 per U.S. dollar. 


On imports authorized prior to October 27, 1955, there 
will be a surcharge equivalent to the difference between 
the new and the previous exchange rate. However, in 
order to avoid undue cost of living increases, some food- 
stuff imports and fuels and capital goods imported under 
Foreign Investment Law No. 14222 have been exempt 
from this surcharge. 


The proceeds from surcharges on exports and imports 
will be deposited in the National Economic Recovery 
Fund to be used in the technological and economic devel- 
opment of cattle production and agriculture, and to pay 
the temporary subsidies that may be established to alle- 
viate the effect of higher prices on the cost of living. 
Bread, meat, and certain imported foodstuffs are now 


being subsidized. 


Remittances of funds and imports through the free 
market, with or without a surcharge, will not be subject 
to prior exchange permits. All transactions in the official 
market require prior approval. On operations in the 
official exchange market, banks and brokers are author- 
ized to charge a commission of 0.05 per cent on selling 
operations and 0.3 per cent on purchases of exchange. 


In addition to regulations pertaining to remittances of 
foreign capital and profits, the Central Bank has issued a 
circular (No. 2324, November 17) which allows the entry 
of foreign capital investments in the form of new machin- 
ery (either complete plants or additional equipment for 
existing plants) to be used in the manufacture of goods 
that can be exported, but which are now imported. The 
following conditions must be fulfilled: capital investments 
must not be Argentine in origin (and this must be proven 
satisfactorily) and must be by firms of recognized tech- 
nical, commercial, and financial standing; the machinery 
must be new and technologically up to date; raw materials 
and spare parts used in industrial development may be 
imported during a certain initial period provided they 
are not domestically produced; an investor must guar- 
antee that his plans will be carried out; and corporations 
must be organized in accordance with the current legis- 
lation. If the foreign investments adversely affect similar 
domestic investments, exchange permits will be authorized 
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in the free market to permit the replacement of equipment 
by domestic concerns. Once a proposal has been approved, 
others related to the same type of production and which 
fulfill the conditions already established will also be 


authorized in order to avoid preferences and exclusions. 


Sources: The Review of the River Plate, Buenos Aires, 


Argentina, October 31 and November 11 and 22, 
1955. 


Other Countries 
Australia’s Trade Agreement with Rhodesia and Nyasaland 


Announcing details of the new three-year trade agree- 
ment between Australia and the Federation of Rhodesia 
and Nyasaland, the Australian Minister for Commerce 
said that both countries had agreed not to accept surplus 
commodities without first consulting each other. The 
Australian Government had been concerned that the 
United States might offer the Federation wheat or proc- 
essed milk on concessional terms. 


Under the agreement, the Federation granted the follow- 
ing concessions to Australia: free entry with a margin of 
preference on the most-favored-nation rate for wheat, 
processed milk, and certain other commodities; free entry 
of butter, cheese, fresh mutton, and certain types of 
machinery; a commitment to apply minimum preferen- 
tial rates to various foodstuffs and manufactured items of 
Australian origin; and a special duty rebate of 24 per 
cent ad valorem on passenger automobiles manufactured 
in Australia. 


The main concession made by Australia was to extend 
to Northern Rhodesia and Nyasaland the preference, 
already granted to Southern Rhodesia, of 9d. a pound on 
unmanufactured tobacco. 


Sources: Deparment of Commerce, Foreign Commerce 
Weekly, Washington, D. C., September 5, 1955; 
Australian Financial Review, Sydney, Australia, 


October 27, 1955. 
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